MEMORANDUM

Finance Department
DATE: January 24, 2020

TO: Mayor and Councilmembers
THROUGH: Steve McHarris, Interim City Manager w
FROM: Walter C. Rossmann, Director of Finance & c(l/

SUBJECT: City of Milpitas Investment Portfolio Status Report for the Quarter
Ended December 31, 2019

In compliance with the State of California Government Code section 53646 (b)(1) and the City’s
Investment Policy, the City of Milpitas Investment Report for the period ended December 31,
2019 is submitted for City Council review. State Government Code and the City’s Investment
Policy require that the report be submitted to the City Council within 30 days of the end of each
quarter. Further, the Finance Subcommittee will review the report at its February 28, 2020
Committee meeting. The investment portfolio is in compliance with the City’s investment policy.

The attached Exhibits in the Investment Portfolio Status Report provide an overview of the City’s
investments by type, maturity by six-month interval, as well as historical market values and
portfolio yields compared to benchmarks. The Portfolio Summary Report also lists the par
value, market value, book value, percentage of portfolio, term, days to maturity, and the
equivalent yields for each type of investment. The Portfolio Details Report provides the same
information for each individual investment in the City's portfolio as of December 31, 2019.

As of December 31, 2019, the principal book and market value of the City's investment portfolio
was $315,853,324 and $317,840,546 respectively. When market interest rates increase after an
investment is purchased, the market value of that investment decreases. Conversely, when
market interest rates decline after an investment is purchased, the market value of that
investment increases. If the investments are not sold prior to the maturity date, there is no
market risk. Therefore, in accordance with the City’s investment policy, all investments are held
until maturity to ensure the return of all invested principal. The market values of the securities
were provided by BNY Mellon, the safekeeping bank of the City’s securities. All the securities
owned by the City are held in the trust department of BNY Mellon under the terms of a custody
agreement

The City’s effective rate of return for the period ended December 31, 2019 was 2.13%. The
comparative benchmarks for the same period were 2.04% for LAIF (Local Agency Investment
Fund) and 1.88% for the 12-month average yield of the 3-year Treasury Note. The weighted
average maturity of the portfolio was 392 days.

As of December 31, 2019, the City is holding $60,525,658 in cash. This amount includes $55
million from the recently authorized water and sewer lease revenue bond issuances, which are
held with US Bank, the City’s fiscal agent. The remaining amount of approximately $5.5 million
as well as a combination of securities maturing and revenues such as tax receipts will
adequately cover the anticipated cash flow needs for the next six months. Cash flow
requirements are continually monitored and are considered paramount in the selection of
maturity dates of securities.
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PERCENT OF TOTAL DOLLARS INVESTED AT QUARTER ENDED

TYPE OF SECURITY

LAIF & Money Market
Corporate Medium Term Notes
Treasury Notes / Bills

Federal Agency

Negotiable CDs

Market Value
Book Value

Days
Weighted Average Maturity

Rates
Average Yield

Benchmarks:
LAIF
3 Year Treasury-(12 Month Average)

City of Milpitas

Investment Portfolio Status

Mar-19 Jun-19 Sep-19 Dec-19
33% 30% 26% 36%
6% 5% 6% 5%
10% 9% 1% 9%
50% 55% 56% 50%
1% 1% 1% 0.4%

100% 100% 100% 100%

Mar-19 Jun-19 Sep-19 Dec-19

$ 319,743,707
$ 320,083,237

$ 334,202,602
$ 332,656,018

443 Days 487 Days
2.16% 2.26%
2.44% 2.43%
2.62% 2.46%

Exhibit 1

$ 300,248,374
$ 298,319,953

485 Days

2.16%

2.28%
217%

$ 317,840,546
$ 315,853,324

392 Days

2.13%

2.04%
1.88%
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